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Something I am unable to under 
if the New York Stock Exchange 


is the “largest organized securities market 


stand 


of this country,” as I have read in Tur Ex 
CHANGE and elsewhere, how come the big 
gest blocks of listed stocks are being sold 
outside the 


Exchange? A 17g,000-share 


sale of Consolidated Edison, a 68,000-share 
sale of Chesapeake & Ohio, among others, 
in recent weeks! It strikes me that more of 
the brokers need more customers whom 
they can get in touch with during their 
regular business hours, as I note in the 
news that some big, outside sales are made 
after the Exchange has closed. The only 
way I’ve ever found practical in my own 
customers by 


alter them, or would that 


business is to get hustling 
kind of effort 
break Stock Exchange traditions or some 


thing? 


PORTLAND, MAINE 


. Going on from that point (the first 
paragraph of the letter dealt with a ques 
tion about particular listed securities) 1am 
able to write sincerely that the Stock Ex 
change is more than a convenience to me. 
| appreciate the value of the statistical in 
formation which listed companies Issue, | 
am tavored by the frequent appearance in 
newspapers of prices of stocks that IT own, 
which much with me than 


counts more 


whether or not the stock market is active 
or dull. And the cost of investing in stocks 
on the Exchange is unquestionably low 

I mean the rates of commission that I pay 
as compared with corresponding costs in 
buying some other kinds of property. 

that the Stock 


It seems to me, however, 


Exchange is slow in changing with the 
times. I can base an opinion only on what 
I gather in conversation with brokers and 
the trend of news about the Exchange. | 
do know something at first-hand about 
banking, and the aggressiveness of many 
bankers, in contrast to their methods prior 
to 1930-33, and it is evident that a great 
change has occurred in banking, a field 
somewhat related to securities. Banking 
has great problems, and profit margins on 
loans are low, but bankers I happen to 
know are hunting business and evolving 
new methods to get it. 

Few indications are discernible to me 
that stock brokers are trying urgently to 
surmount altered conditions. Because ot 
this impression, I have been following 
closely the debate in recent issues of your 
paper about the “sixth hour” — the propo 
sal to lengthen Stock Exchange business 
hours — and Stock Exchange advertising. 
To see such questions discussed freely is a 
sign that Stock Exchange people may be 
becoming alive to some fundamental needs 
of these times. 


DAYTON, OHIO 


Add these items up and see what you 
get: business turnover is reaching up to 
new high records; profit margins, despite 
high taxes, are rising in terms of per-share 
earnings; income return on many good 


bonds is lower than several 


generations 
have seen, while the yield on a lot of stocks 
is still 6 per cent or better. What is the 
sum total? Why, of course, a solid argu 
ment to hold 


well-established common 


STO ks. 


» Letters to the editor, in whole or in part, are presented here as a contribution to current 
al 


discussion of investment, economic and general financial subjects of public interest. 


NEW YORK CITY 


Except that it is easy for me to write 
letters, | wouldn't bother about this note, 
for the stock market has meant nothing at 
all to me since the Great Depression began. 
Once an eager seeker of “hot tips,” I'd 
like to hand out one which I considered 


with commodities’ 


amusement when a 
broker gave it to me in 1937. The broker 
had figured on the basis of stock-commis 
sion business which his customers in cot- 
ton, grain and the like asked him to handle 
for them (gratis, as he could collect no 
commission on listed stocks) that he would 
find ownership of a Stock Exchange seat 
proftable if he could acquire one at 
$25,000. More than that, he predicted that 
he would have opportunity to get one at 
that price, sooner or later. There's a “buy 
ing point” for you! 


Ds i. 


WILKES-BARRE, PA. 


Your magazine lacks something I have 
been waiting to find as one issue after an 
other has reached me. That is articles to 
give readers an idea sometimes about buy 
ing a profitable-looking stock. You would 
not have to go as far as giving a tip, but 
why not look up some stocks’ statistics and 
write about them so that a close reader 
would see what you meant, meaning either 
a buy or a sale. Some stocks were much 
higher in December than last July, and if 
I had known which ones would be the 
ones to go up I would have bought some 
thing back there. Others that are low now 
will in the same way be higher in two 
or three months, and you could give a 
service by figuring out some of them. 


So. K. 
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Prospects in the Unfolding Year 


TATISTICS represent water gone 

over the wheel, recounting past 
events, leaving the future to produce 
hgures of its own. Some recent statistics 
applied to operations of the Stock Ex- 
change provide food for thought with- 
out impairing the brokerage commun- 
ity’s anticipation of better things to 
come. 

Business transacted in stocks on the 
board last year was the smallest in vol- 
ume for 19 years. The recession of re- 
ported stock turnover was more than 
20 per cent from the 1939 total; more 
than 58 per cent from the 1936 aggre- 
gate; compared with 1932 sales, in the 
trough of the Great Depression, the de- 
cline was more than 51 per cent. 

The contrast with 1932 becomes iron- 
ical when recollection carries back to 
the business despondency of that year, 
and then returns to contemplate 1940's 
evidences of industrial gains, increasing 
employment and stepped-up spending 
in one direction or another. The nation’s 
estimated income in 1940 was upward 
ot $70,000,000,000. In 1932 it reached no 
higher than $38,000,000,000. Yet the pub- 
lic’s increased buying power, which in- 
cludes the public’s investment power, 


Was not reflected on the Stock Exchange. 


The doleful items could be multiplied. 
Once the depressing statistics are worked 
over, however, and attention is directed 
toward related factors, dubious thought 
about the Exchange’s situation fades out. 

In the last three months more busi- 
ness-arousing plans came to the attention 
of Tue Excuance than in all of the 
preceding nine months! 

As the new year unfolds itself, this 
magazine of the financial community 
is confident that the Stock Exchange's 
list of securities will be brought to the 
attention of investors and traders with 
greater aggressiveness, and with the ex- 
ercise of more brokerage intelligence, 
than has ever occurred in the past. 

Tne Excuance expects from time to 
time to make public some phases of 
member firms’ experience along promo- 
tional lines. 

Notce is here given that information 
dealing with realistic measures to stim- 
ulate business will be received with en- 
thusiasm by the editors, and will be 
printed for the benefit of subscribers. 

In furtherance of its program to 
supply a forum for debate in regard to 
new departures for improving Stock 
Exchange business and services — this 


magazine pledges for the New Year a 


diligent search for practical subjects, 
informative . . . perhaps inspiring . . 
in connection with better business, more 
effective service to the public. 

The inference to be drawn from the 
statistics, as cited, is blue; the realistic 
answer, as THe Excuance scans the 
prospect, is not blue at all. The thor- 
oughfare traveled by the Stock Ex- 
change, itself, has been paved with solid 
material since reorganization was under- 
taken in 1938. 

The additional safeguards erected 
around brokerage customers’ accounts 
since this task began have removed 
many public prejudices toward the Ex- 
change and the brokerage community. 
This development, alone, warrants more 
attention than it has received in public 
comment; especially in the light of the 
current swift conversion of American 
industry from a humdrum pace into a 
quick-time march toward full military 
defense. Vast government expenditures, 
enlarged production, expanded payrolls, 
a great increase in salaries paid to tech 
Nicians, a prospective growth of profits 
(despite high taxes) in many lines, rea- 
sonably forecast a broad flow of new 
money into securities as investments. 


The livelier “new issue” output since 





November reflects an awakening of 


capital. The long record shows that 
when an active impulse comes to the 
market for new securities, activity is 
not far behind in the market for older 
Nor, as 


the past record shows, is increased 


Issucs seasoned, listed issues. 


tention to older issues concentrated in 
investment; the owners of risk capital 


usually come forward when industry 
has urgent use for fresh capital, and 
speculation gathers momentum. 

The new year, as thus far unfolded, 
brings material to support both the cold 
reasoning applied to investment and the 
warm imagination, bolstered by facts, 
which speculation thrives on. Caution 
as respects listed stocks, which thought 
about high taxation arouses, is balanced, 
to a degree, by the substantial yields ob- 
tainable on many seasoned shares. The 
speculative reserve which the same force 
applies can be measured by traders in 
terms of the large order backlogs on the 
books of many corporations. 
that the Stock 


Can it be, as some say, 


Exchange is in process of becoming a 


limited, regional market place? 


Not so long as investors and traders 


continue to realize that national com- 
petition between buyers and sellers, and 
the broadest and most efhcient market 
place, is in their personal interest. 


Not SO 


which depends for its living upon busi- 


long as the great personnel 


ness transacted upon a_ well-served 


market place makes the most of an or 
ganization extending into the distant 
places of this country, offering impartial 


service to customers of all ranks. 


The new year, nevertheless, calls 
for a greater degree of brokerage in 
dustry than has vet been in evidence. 


It calls for ingenuity and alertness, 


for a recognition of changed times, 


for the adoption of new Wavs to re- 
cover ground lost by clinging to older 


broker 


business, 


Wavs for a realization that 


age in listed securities is a 


receptive to thoroughly modern busi 


hess met he ids. 


BROKERS 


TOO RETICENT AS 


BUSINESS MEN—SELLING URGED 





BY TODD WRIGHT 


Financial Editor. 


Vew 


Vews 


York Daily 





HE SEC Wall 


Street is still its own worst enemy. 


notwithstanding, 


It is too much concerned with a lot of 


hoary traditions, including too high a 
code of professional ethics. 

The broker is a business man, not a 
doctor or a lawyer. His ethics should be 
concerned with the conduct of his busi- 
ness, not with his professional dignity. 

Professional ethics may force a doctor 
or a lawyer to sit down in his office to 
await the pleasure of patients or clients 
not come, but that 


who may or may 


kind of ethics should not concern the 
broker. 
It’s the “brokerage BUSINESS,” isn’t 


it? It’s not the “brokerage PROFES- 
SION.” 

And the successful business man goes 
out after business, he fights for it and 
fights his competitors. 

Banking is a business closely allied to 
at the 


the brokerage business, but look 


bankers. What did they do when busi- 
ness slumped and cheap money cut 


profits down to the vanishing point? 


I'll tell you one thing they didn’t do. 
They didn't kid themselves by lengthen- 
ing banking hours. 

Instead, they went out after new busi- 
ness. They developed the small personal 
loan and special checking accounts, 
which have proven a boon to the public 
as well as to the banks. The banks com- 
pete with each other for this business 
in hammer and tong fashion without 
any loss of dignity. 

But, what does the average broker do? 

Mostly, 


about the lack of business and wonders 


he sits back and complains 
when it will pick up again. Of course 
there are exceptions, but even these ex- 
ceptions retain too much_ professional 
reticence. A case in point was detailed 
recently by Leslie Gould, Financial Ed- 
itor of the New York Journal and Amer- 
ican. He reprinted a series of letters be- 
tween a widow living in Kentucky and 
Charles Merrill, head of the New York 
Stock Exchange firm of Merrill Lynch, 
E. A. Pierce and Cassatt. 


(continued on page 10) 


“What did the bankers do when business slumped and cheap money cut profits down to the 


vanishing point? They went out after new business.” 


— Here a group of bankers are shown 


inspecting an exhibit of the advertising services of the American Bankers Association. 
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Shifts of Population, Cities’ 
Growth, Arouse Study of the 
Strategic Location o f Brokerage 

_> © 


Offices Throu ghout the Country. 


ge effectively are New York 
Stock Exchange firms equipped 


to serve the securities needs of the na- 





tion in the changed times of 1941? 

Are the facilities of member firms 
distributed throughout the country in 
the best possible manner to accommo- 
date new and growing areas of popula- 
tion, as well as the older and more 
established centers ? 

Questions such as these come forward 
when the result of the 1940 census and 
the even more recent shifts of popula- 
tion in connection with the national de- 
fense program are analyzed. 

Among the rapidly expanding mar- 
kets, as indicated by the 1940 Census 


results, which may be expected to hold 


new commission business for brokers 
are: Miami, Fla.; San Diego, Cal.; 
Washington, D. C.; Jacksonville, Fla.; 
Houston, Tex.; Charlotte, N. 


Los Angeles, Cal. 


C., and 





Prospects will of 


course vary from city to city, depending 
upon the nature of the community, but 
these are the fastest-growing cities of 
the past decade. Each has increased the 


number of its inhabitants by more than 


20 per cent since 1930. Ten other cities 





which have gained between to and 20 
per cent are also shown in the table on 
page 4. 

The scope of brokerage facilities in- 
cludes 138 member firms which have 
their main offices outside of New York 
City. These are distributed among 37 
cities. In addition, member firms have 
g78_ branch ofhces spread throughout 
265 cities and towns in the United 
States. 

The uneven distribution of member 
firm offices over the country probably 
would startle many merchandisers of 


consumer goods who distribute their 
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products nationally. Many of them are 
accustomed to reaching into every con- 
ceivable market and creating a demand 
for their products, if one does not al- 
ready exist. But the nature of the brok- 
erage business has defied the building 
up of any set formulas for getting new 
accounts. When a broker opens a new 
office, rarely is he able to analyze con 
sumer markets with the same exactness 
Wool 


worth Co. or the Atlantic & Pacific Tea 


as do, for example, the F. W. 


Company. 


The network of member firm offices 













originally grew up without any pre 


conceived plan of national organization, 
The industry has been characterized 
more by individual efforts in separate 
localities than by any concerted program 
of determining what territories showed 


promise, and then going out to develop 








| 
| The Fastest-Growing Cities of the 
| Past Decade (100,000 Inhabitants 
| or More), Ranked According to Per 
Cent Increase in Size 
Preliminary Per Cent 
Population of Increase 
1940 1930-1910 
Miami, Fla. 170,877 a44 
San Diego, Calif. 202,038 36.5 
Washington. D. C. 663,153 36.2 
Jacksonville, Fla. 174.336 34.6 
Houston, Tex. 386,150 32.1 
Charlotte, N.C. 100,327 21.4 
Los Angeles, 

Calif. 1,496,792 20.9 
Memphis, Tenn, 291,312 15.08 
Long Beach. 

Calif. 163,441 15.07 
Dallas, Tex. 293,306 12 60 
Sacramento, Calif. 105,530 12.57 | 
Atlanta, Ga. 302.538 11.9 
Des Moines, lowa 159,155 11.6 | 
Denver, Colo. 318415 10.6 
Norfolk, Va. 143,275 10.5 | 
Gary, Ind. 110,863 10.4 | 
Oklahoma City, | 

Okla. 204.517 10.3 

| 
| 





them. Stock Exchange firms have sprung 


up over the country wherever there 
happened to be men of initiative and 
courage who had a knowledge of f1- 
nancial affairs. 

These local enterprises usually have 
coincided with the areas where broker- 
age service was most needed, but not 
always. 

Good cities for brokerage business, 
and poor ones, are spotted over the 
country, often in a quite unaccountable 
manner. Differences are so great that a 
small town, if “live” and enterprising, 
can be worth more in the way of brok- 
erage business than a city six times as 
Consider the 23 branch 


large. othces 


3 
scattered throughout Texas, many of 
them in relatively small cities; or the 
nine main ofhces and 4g branches of 
member firms in California the fast- 


est-growing State in the past decade. 


Another more specific example is Char- 


lotte, N. C., where the demand for listed 


securities has been consistently demon- 
strated. With a population of scarcely 


Also, 


100,000 it has 5 branch offices. 


many towns throughout Pennsylvania 
and Ohio possess similar reputations. 
Viewing the over-all picture, the re- 
sults of the 1g40 census reveal that 92 
cities in the United States have more 
than 100,000 inhabitants. All except four 
— Camden, N. J.; Gary, Ind.; Kansas 
City, Kan.; and Somerville, Mass.—are 
served by at least one member firm 
office. And the lack of direct facilities in 
these cities may be explained by their 
proximity to Philadelphia, Chicago, 
Kansas City, Missouri, and Boston, re- 
spectively. However, business activity is 
increasing rapidly in Camden and Gary, 
due principally to the employment there 
of many millions of dollars in national de- 
fense orders, and some special provision 
— possibly through nearby metropolitan 
centers — might be appropriate to serve 
increasing investment requirements. 
Five cities in the more-than-100,000 


class are served by only one branch 


ofice: they are Cambridge and Fall 
River, in Massachusetts; Tampa, Flo- 
rida; and Spokane and Tacoma, in 


Washington. The first two have not in- 
creased in size during the past ten years 
and, again, they are near the larger cen- 
But 


Tampa and Spokane have grown ap- 


ters of Boston and Providence. 


preciably and Tacoma by a slighter 
amount. 

It may be that conditions in these cities 
do not warrant the presence of more 
than one office. Nevertheless, it is inter- 
esting to note that from the standpoint 
of total population available for bro- 
kerage service the lines of member firm 
facilities are more thinly drawn in these 
localities than in some others. 

Here are a few other growing cities, 
smaller in size, which do not at present 
have any direct member firm facilities. 
Each has more than 25,000 inhabitants; 
Anniston, Ala.; Rock Island, IIl.; Rich- 
mond, Ind.; Topeka, Kan.; Muskegon, 
Mich.; Wilmington, N. C.; and Green 
Bay, Wis. They have been picked at 
random, without any special survey of 
local conditions. Where a town happens 
to be a county center, or otherwise draws 
upon a considerable area, it has been 
shown that a community of less than 
50,000 can produce enough business to 


support a modest brokerage office. 


Limited by General Business Conditions 

Securities brokers have been concen- 
trating in recent years upon serving the 
large institutional investors in metro- 


(continued on page 15) 
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By DEWITT C. JONES, Jr. 
MEMBER OF THE NEW YORK BAR 
Office Counsel 


NEW YORK STOCK EXCHANGE 


NDER its rules and regulations, 

the New York Stock Exchange 
requires each member firm to submit 
its partnership agreements for the Ex- 
change’s approval. In this process pre- 
cise language with respect to the firm’s 
capital becomes essential. More than 
that, the Stock Exchange insists that 
such capital shall clearly be partnership 
property, subject to no claims superior 
to those of the firm’s customers. 

As lawyers can, and frequently do, 
disagree about the interpretation of spe- 
cific wording of a partnership arrange- 
ment, problems arise now and then in 
connection with capital provisions and 
allied items. Standards built through the 
Exchange's long experience then are ap- 
plied and established rules, tempered by 
reason, prevail. 

This article is an endeavor to explain 
the general principles which govern the 
position which the Exchange takes in 
respect to two of these problems. 

Neither of the following propositions 
is a requirement of the Exchange, but 


partners frequently desire to accomplish 


EWING GALLOWAY 





Precise Set-Up of Partnership Property 


Required in Member Firm Agreements 


the results indicated. First, a partner 
wishes securities held by his firm for 
him in his personal account to be con- 
sidered by the Exchange as part of the 
firm’s net capital. Second, a partner 
wishes, in the event of his death while 
he is a member of the firm, to have his 
capital interest therein continue after his 
death and to have it considered as part 
of the firm’s net capital without inter- 
ruption. The basic questions are, in both 
cases, what language necessarily should 
be used, and in the second case, in what 


document should it appear? 


What Net Capital Is 


Reduced to simple, non-technical 
language, “net capital” means that at 
all times a definite amount of cash or 
property must be available in the firm 
primarily for the satisfaction of the 
claims of its creditors and that, in the 
event that the firm should find itself in 


financial difficulties, no one other than 


a firm creditor may have an equal or 


superior right to reach such cash or 


pre pert Vy. 


It is, therefore, definitely incumbent 


upon the Exchange, in determining 
whether a firm meets its capital require 
ments, to assure itself to the greatest 
possible extent that what it allows as 
capital definitely falls within that cate 
gory. 

At this point, it may be desirable to 
digress slightly and to consider two 
general legal principles, which are wide- 
ly known but frequently misunderstood 
by laymen. The first is that a general 
partner is jointly liable with his fellow 
partners, to the extent of all his assets, 
for the obligations of his firm — the 
“unlimited liability” of a general partner. 

This principle, however, is qualified 
by the second principle, that a partner's 
individual assets are first available to the 
satisfaction of his personal creditors, in 
preference to the creditors of his firm 
and, conversely, that “partnership prop- 
erty” is first available to partnership 
creditors, in preference to the personal 
creditors of an individual partner. 

Thus the law, although in many re- 
spects not recognizing a partnership as 


being a separate legal entity, such as a 


corporation is, draws a clear distinction 








IN THE PUBLIC INTEREST | 


The solvency record of Stock 
Exchange members — 99.65 per | 
cent for more than 40 years 
has so long been a feature of | 
American business annals as to | 
become proverbial. The accom- 
panying article describes one of 
the Ex- 


change management which con- | 


significant factors in 
tributes to the standing of its 
members and member firms in 


the business scene. 


between what is and what is not “part- 
nership property,” so far as creditors are 
concerned. The following illustrations 
may serve to clarify these points. 


Mr. 


firm of A, B & Co., having a 50 per cent 


A is a general partner of the 


interest therein. A’s sole individual asset, 
outside of his interest in the firm, is a 
worth 


house S20,000, 


Assume the fol- 
lowing situations. 

(1) The firm fails, having partnership 
assets worth $100,000 and liabilities of 
$200,000. Mr. A has no personal cred 
itors. Therefore, his house goes toward 
paying off the firm creditors. 

(2) If Mr. A has a personal judgment 
for $10,000 against him, arising out of 
an automobile accident, then that judg- 
ment must be satisfied in full out of the 
proceeds of the sale of the house, and 
only the balance of such proceeds would 
go to the firm’s creditors. If the judg- 
ment should be for $30,000, then none of 
the proceeds of the sale of the house 
would be available for the satisfaction 
of firm creditors. 

(3) If the firm should have partner- 
ship assets worth $100,000 and liabilities 
of $50,000, the personal judgment cred- 
itor of A, with a judgment against him 
of $30,000, can, so far as the firm is con- 
cerned, reach only Mr. A’s interest in 
the net worth of the firm, namely, 50 
per cent of $50,000. 

Thus, in order to insure that firm 


creditors have first call on the firm’s 


6 


capital, it is essential that such capital 
be clearly established as “partnership 
property.” 

Where securities are held by a firm 
for one of its partners in an individual 
account in his name and it is desired to 
have them considered by the Exchange 
as part of the net capital of the firm, it 
is necessary that the agreement with re- 
spect thereto definitely and unequivocal- 
ly state that these securities are partner- 
ship property and that they became such 


upon their receipt by the firm. 


Value of Direct Statement 


It may be argued that an agreement 
which states that such securities “are to 
be treated and considered as partnership 
property,” or uses similar phraseology, 
is suthcient to accomplish this purpose; 


but, on the other hand, it might also be 


eee 


argued that such language is not funda- 
mentally the same thing as a direct 
statement that the securities are in fact 
such property. Therefore, if a partner 
desires to achieve the result indicated, 
it is believed essential by the Stock Ex- 
change that his agreement specifically 


and definitely state that the securities 


actually become partnership property 
upon their receipt. 

Turning now to the other problem, 
which arises where a partner desires to 
have his interest in his firm continue 
after his death as capital, without inter- 
ruption, we find that different, though 
somewhat related, principles are  in- 
volved. 

In such a case, the Exchange takes the 
position that, upon a partner’s death, it 
cannot take into consideration his then 
interest in the firm, in determining 
whether or not capital requirements are 
met by the continuing firm, unless there 
is an appropriate provision in the part- 
nership agreement itself. This agree- 
ment must specifically place the part- 
ner’s interest at the risk of the continu- 
ing business. The existence of a provi- 


sion of similar import in his will is 





EWING GALLOWAY 

“The language employed in partnership contracts should be as clear, direct, specific and un- 

ambiguous as it can be made. Any chance of having to rely upon interpretation or implication 
should be eliminated to the greatest possible extent.” 


insufficient, at least for a period of time. 

The reason for this is fairly simple. 
When the partner makes a capital con- 
tribution to his firm he agrees that this 
shall be subject to the claims of firm 
creditors who become such while he is 
a member of the firm. In the absence, 


(continued on page 12) 
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Block Sales of Listed Stocks Disclose 
A Vast Capital Redistribution 


EVELOPMENTS of considerable 

magnitude and significance are 
occurring in the American securities 
market. Previously concentrated stock 
holdings, including many issues listed 
on the New York Stock Exchange, are 
in course of distribution among thou- 
sands of new owners. Stocks formerly 
held abroad are being repatriated on a 
large scale. Public ownership of Ameri- 
can corporations is in process of a wide 
expansion in a fashion to satisfy severe 
critics of some phases of the capitalistic 
system. 

Thus may be summarized the under- 
lying implications of the epidemic of 
“secondary distributions” which are ab- 
sorbing market attention just now. It 
is reasonable to estimate that part of 
the offerings represent holdings acquired 
by the recent owners during the de- 
pression years of the 1930's, when a 
development in reverse of the current 
procedure was under way: the transfer 
of securities from scattered holders into 
much-publicized “strong hands.” 

The swing of the economic pendulum, 
accelerated by war, is surprising only 
in the fact that it has gathered speed 
at this time. 

The sources of supply are generally 
known. Sales for British accounts have 
been widely advertised. Sales of estate 
holdings were crowned a few days ago 
by the distribution of 500,000 shares of 
Standard Oil of New Jersey. Another 
source has been the portfolios of large 
corporate investors, including invest- 
ment companies which, for one reason or 
another, have elected to turn securities 
into cash. 

But, while the origins of certain sup- 
plies are traceable, the scope of the de- 
mand is less easy to grasp. What is the 
explanation of suddenly awakened buy- 


ing of listed stocks? Is there a dormant 
buying power that can be brought into 
action by publicity —through the spread- 
ing of information that specified quanti- 
ties of shares are available? Is a better 
“selling job” being done outside the 
Stock Exchange, with many Exchange 
member firms participating, than has 
been effected within the fabric of Stock 
Exchange facilities? 

A hasty impression to be drawn trom 
the transfer of more than forty transac- 
tions in listed stocks away from the 
Exchange in six weeks is of a severe 
drain of business, with an implication 
of its own in respect to the future. 
There is no doubt but that the move- 
ment is causing many member firms 
anxiously to search for ways to increase 
their efhiciency; the examples of what 
is being done outside the Exchange in 
distributing stocks are enough to spur 
the firms to greater exertion. But the 
growth of secondary distribution can 


hardly be considered an unmixed evil. 


Increase in Floating Supply 


Listed stocks in quantity are coming 
home from abroad and finding new 
owners, going into speculative holdings 
as well as investment portfolios. The 
same process is involved in the liquida- 
tion of estate interests. Floating supplies 
are being increased in respect to a num- 
ber of popular issues. A backlog of po- 
tential business to be transacted on the 
Exchange is being built up as the own- 
ership of listed stocks is more widely 
shared — as blocks of stock pass from 
the hands of relatively few individuals 
and institutions and become the prop- 
erty of many! 

Irrespective of light buying of listed 
stocks on the board since spending for 


national defense began to gather head- 


way, knowledge is commonplace that 
public buying power is rising. The rise 
is the more pronounced for the reason 
that it began from a relatively low level 
last year. And wage disbursements, with 
business profits, were not greatly 
changed during much of last year from 
their records of two years before, in the 
train of industrial recession in late 1937. 
Enlarged buying power is finding 
marked demonstration in certain direc 
tions, notably in the purchase of motor 
cars. People who not long ago had little 
surplus money are earning a real mar- 
gin above living costs. 

Conjecture could surmise that the 
demand for stocks, which currently 
surprises many observers, reflects the 
employment of newly enlarged surplus 
funds. 

The fact remains that volume turn 
over, outside of the block offerings of 
listed shares, still falls short of old 
measurements. Demand, however, is 
less znert than it appeared to be a few 
weeks ago. Perhaps this is not saying 
a great deal; it is more, though, than 
could be said in November. 

In sequence, an increased output of 
new securities, broadened news com- 
ment about industrial gains, then a stir 
ring of speculative markets — thus the 
procession into the territory of active 
public interest in stocks on past occa 
sions. The offerings in secondary dis- 
tribution have something of the quick- 
ening effect of new issues upon buyers’ 
attention. 

Retailers frequently act as advance 
agents of better times in the business. 
Their job in the present instance requires 
the combined use of persistence, intel- 
ligence and shoe leather, for stocks are 
being “thrown at them” in no mean 
quantity. 


“I 











Speaking before the Association of 
Customers’ Brokers, Marshall Pask of 
Mackay & Co. 


recently recommended 


that commissions on the Stock Ex- 
change be made a percentage of the 
value of the transaction, “A rate of 


one per cent would lower the present 
fee for the execution of orders in low- 
priced stocks,” he said, “but would in- 
crease the rates on the high-priced 
issues.” 

Where the rate on a $10 stock today 
is $14 a hundred under this 
plan it would be $10, he pointed out. 
At the other end of the scale, Mr. Pask 
showed that a man buying 100 shares 
of duPont, which $16,000 
transaction, today pays a commission 
of only $29. 


A minimum 


shares, 


involves a 


commission of SS an 


order also was recommended in order 
to prevent the execution of small trans- 





| 
actions at a loss. | 
! 


()* the face of it, the plan outlined 
above has the merit of consider 


able 





logic. It has the advantage of 


assessing proportionately all members of 
the public who use the Stock Exchange 
member firm 


and the 


facilities. Since 
existing commission on higher-priced 
issues is a slighter percentage of the 


money involved than in the case of 
lower-priced issues, the present scale 
might be construed as favoring the buy- 


Mr. 


program would put all stocks on a par 


ers of “blue-chip” stocks. Pask’s 
as far as fees for executing orders are 
concerned. 

How would such a program affect the 
commission revenue of brokers? It is 
impossible to gauge how much — if 
any —this revision in rates might sti- 
mulate trading volume. The best that 
can be done is to look at the record of 
the past and, assuming that a straight 
one per cent commission had been in 
effect at that time, see how it would 
have worked out. 


all stock 


transactions on the Exchange In 1940 


The total money value of 


Q 


was $7.166,000,000. About SO per cent of 


this, or approximately $5,733,000,000, 


was business transacted for the public. 
Taking 


amount 


two per cent of the latter 
(in order to include commis- 
sions on both the buying and selling 
side of each transaction) the revenue to 
brokers on commission business in the 
past year would have been $114,700,000. 

It is reported that this is much higher 
than the amount of revenue which 
members actually received on commis- 


The 


which Mr. Pask is suggesting would 


sion business last year. increase 
therefore be a very sharp one, it is be- 
lieved. His proposal doubtless was in- 
tended, however, more as a broad intro- 
duction to the entire subject than as a 
comprehensive program with all details 
finally worked out. 

From the accompanying table it will 
be seen that if a flat one per cent fee were 
adopted for all stocks it would lower 
the commission on all issues priced up 
to about $14 a share. Above that level 


the increase over the present rates would 


become progressively greater as the 
higher-priced stocks were reached. 
Sources of Revenue 
The commission business of Stock 


Exchange members emanates mainly 
from medium-priced stocks. About 29 
per cent of the total transactions for the 
public is estimated to be in shares sell- 
ing for less than $10. Another 52 per 
cent is in issues selling between $10 and 
$40. Only 1g per cent of the total buy- 
ing by the public is in stocks selling for 
more than $40. (See accompanying 
table.) 

One per cent may be too stiff a fee 
to apply universally to stocks. But some 
upward revision of rates, especially in 
the higher price range, would appear to 


be equitable. Mr. Pask’s theory of dis- 






Stock Exchange Commission Rx 


tributing costs should be a welcome con 
tribution to the fund of information on 
commission rates which the Stock Ex- 


change is constantly acquiring. 


Many Changes in Rates Suggested 

Suggestions for revising the commis- 
sion rates are continually being made to 
the Stock Exchange by members and 
other interested individuals. Opinion has 
been sharply divided. One line of 


thought, as expressed in a recent letter, 


is as follows: —“I sincerely believe that 





























































































































































































1 Rates— Too 


reducing the commission rates 50 per 
cent would result in doubling the num- 
ber of trades.” Or:—“In any line of 
business, when the goods won’t move, 
the price is lowered until it will.” 
' That the present commissions, plus 
the New York State stock transfer taxes, 
) impose a burden so great that “in-and- 
out” traders have been forced out of the 
market is the theme of many letters. 
One correspondent writes: “I person- 
ally have tried trading in stocks since 


1 the rates have been raised (the writer 






































RENEWAL MONEY 


























































































































































































High or Too Low? 





RELATIONSHIP OF COMMISSION RATES TO SELLING PRICE 
(100 SHARE UNITS) 


Per Cent of 
Total Commission 
Transactions for 
Public in Each 

Price Group 


Range of 
Selling Price 
per Share 


$ @5e—s 3 0.89% 
S % Ss 2 2.69 
$ 2 $ 3 2.47 
$ 3 $ 4 2.07 
$ 4 S 5 2.99 
: 3 $ 6 3.18 
$ 6 S 4 3.93 
S. F . 3 3.54 
$ 8 y 3.78 
So —8 40 2.92 
$ 10 $ 20 25.97 
$ 20 $ 30 15.83 
$ 30 $ 40 10.52 
$ 40 § 50 8.64 
$ 50 $ 60 2.80 
$ 60 $2 2.17 
$ 70 $ $0 2.32 
$ 80 $ 90 1.20 
§ 90 $100 0.58 
$100 $110 0.53 
$110 $120 0.21 
$120 $130 0.08 
$130 $140 0.06 
$140 $150 0.08 
$150 $160 0.16 
$160 $170 0.21 
$170 $180 0.15 
$180 $190 0.03 
$190 $200 





Ratio of 
Commission Rate 
Commission Rate per Share to 
per Share Mean Price 
$0.03 4.00% 
0.05 3.30 
0.06 2.40 
0.07 2.00 
0.08 1.78 
0.09 1.64 
0.10 1.54 
0.11 1.47 
0.12 1.41 
0.13 1.37 
0.14 0.93 
0.15 0.60 
0.16 0.46 
0.17 0.38 
0.18 0.33 
0.19 0.29 
0.20 0.27 
0.21 0.25 
().22 0.23 
0.23 0.22 
0.24 0.21 
0.25 0.20 
0.26 0.19 
0.27 0.19 
0.28 0.18 
0.29 0.18 
0.30 0.17 
0.31 0.17 
0.32 0.16 











evidently refers to the 11 per cent in- 


crease in rates which went into effect on 
the New York Stock Exchange on Janu- 
ary 3, 1938). The only way is to try to 
anticipate moves lasting three months 
or so. I spend one commission in three 
months as against my grain trading 
where I can trade for the smallest move. 
Even if I make only 'g point clear, it’s 
still a profit On 5,000 Or 10,000 bushels, 
and by making many trades I can make 


money.” 
Urge Increase in Rates 


Others have urged an increase in the 
scale of commissions as the most prac- 
tical means of restoring the brokerage 
business to a self-sustaining basis. Brok- 
ers are executing orders at lower than 


obvious 


some the 


cost, they say. To 





solution appears to be to raise the fee to 
the customer. One correspondent has 
written: “When objections were made 
... that we might lose business to other 
exchanges if we increased our rates, I 
stated that in my opinion business 
would go to the best market, regardless 
of a reasonable increase. The plan now 
in effect, which allows approximately 11 
per cent from non-members over the 
rates in effect previous to January 1, 
1938, and an alternative proposal which 
provided for a higher rate, or about 18 
per cent over the old rates, were dis- 
cussed at length, and I at the time hoped 
that the higher rate would prevail, as I 
then said that in my opinion it would 
be forgotten after a few weeks, just the 
same as the 11 per cent plan would be 


(continued on page 16) 





AN APPRAISAL OF THE MARKET PLACE 


HE National Association of Securi- 
ties Commissioners — an organiza- 
tion made up of State officers in charge 
of enforcing securities laws — has been 
active in drawing the attention of in- 
vestors to the utility of organized securi- 
ties markets. Its findings in this respect, 
as well as on other matters affecting 
securities exchanges, are revealed in the 
1940 report of the Association’s Com- 
mittee on Stock Exchanges. 

For the record, here are a few excerpts: 

“We have enacted more laws regu- 
lating the security business than any 
o« We 
the 


other business in the country 


have gone from one extreme to 
other, and today, a security dealer or 
broker has to comply with more rules, 
laws and regulations than any other 
business man... Unfortunately, almost 
all of these security laws have centered 
upon organized exchanges and upon the 


large and representative security houses.” 


*).. thas been estimated that not more 
than 5 per cent of actual security frauds 
occur on organized exchanges, whereas 
g5 per cent of regulation has been direct 


ed exclusively to their supervision. 


“The cost to the individual of Ex- 
change service is remarkably low. Com- 
mission rates — identical for large or 
small investors — are substantially the 
same on all American exchanges. It 
costs the investor but a small fraction of 
the amount of his investment to partici- 
pate in this world-wide protected mar- 
ket. On one hundred shares of stock 
selling at $100 — a $10,000 investment — 
the commission charges are as little as 
$23 altogether on most exchanges. In 
un-organized markets dealing in other 
commodities the commission on such a 
transaction would range from $500 or 
$1,000, up.” 

A man residing in Texas may 
desire to sell a house he owns in Maine. 
Contemplate the dealing through local 
agents, the time, the cost of advertising, 
the investigation and the guarantees he 
must receive to be sure of prevailing 
market values. As a rule there is no 
ready purchaser available. Without the 
greatest caution serious losses may be 
incurred. 

“On the other hand, a man desiring 


to sell securities on an organized ex- 


change immediately knows (1) that he 
can sell at the prevailing market price; 
(2) that there will be no delay; (3) that 
he will not pay excessive charges, or, if 
he is in a hurry, special fees; (4) that 
if his is only a small lot he will receive 
the same marketing privilege and equi- 
table treatment that he would if it were 
a large lot; and (5) that the charge for 
making the security transaction will be 
infinitely small as compared to the usual 
retail mark-up.” 


“American stock exchanges are sur- 
rounded by safeguards. In no other line 
of business is the legal regulation more 
detailed and stringent. Yet the exchange 
(referring to the New York Stock Ex- 
change) is self-governing and is set up 
for efficient and immediate regulation 
of its members.” 


“It would be well to point out that 
some of the most important gains in 
improvement of public service came 
through the leadership of stock ex- 
change members who recognized their 
responsibility to the public and desire 


to maintain the highest standards.” 





Selling Urged for Brokers 


(continued from page 2) 

The widow had written to ask the 
firm’s advice about the investment of 
$4,000 that had been left her by her 
husband. Mr. Merrill attacked the prob- 
lem with as much care as if the amount 
involved had been $400,000 instead of 
$4,000. 

In a lengthy letter he explained the 
advantages and disadvantages of various 
forms of investment and then made 
some specific common-stock recommen- 
dations. 

The woman wrote back with high 


thanks for his advice, but added: “I am 


10 


ordering the stocks you recommended 
today and as you said it made no dif- 
ference to you I am sending the order 
to the nearest Kentucky broker.” 

Now, the amount of the commission 
involved wouldn't have paid for the 
time the firm had very evidently spent 
in trying to aid this woman in making 
a safe investment, but it would have 
helped. 

Why didn’t she send the business to 
them? 

Probably because the letter neglected to 
state that the firm would very much ap- 
preciate handling the business for her. 

That un-business-like reticence is too 
common in Wall Street. 


On the other hand the Merrill firm 
is one of the very few in the Street that 
has engaged in a consistent advertising 
campaign. During the course of a few 
months this advertising brought in more 
than 7,000 NEW accounts. 

Yet, a hang-over of professional reti- 
cence lost one new account that had 
been attracted by the firm’s ads. 

For many years swindlers have cashed 
in on this professional reticence of mem- 
bers of the New York Stock Exchange. 
To the average person a broker is a 
broker. Whether he is a member of the 
Exchange or not generally means little 
or nothing to him. Unestimable millions 

(continued on page 12) 
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HIS letter, contributing to current 

discussion about ways to enlarge 
public interest in listed securities, was 
written by a former President of Stock 
Brokers’ Associates, the Chicago associa- 
tion of customers’ representatives of 
New York Stock Exchange member 
firms. 

January 3, 1941 

THe Excuance Magazine, 
11 Wall Street, 
New York City. 
Gentlemen :— 

Enclosed find my subscription renewal 
for the coming year to THe ExcHance 
Magazine. 

Having formerly been in charge of the 
advertising and publicity departments of 
the predecessor organization of the First 
Wisconsin National Bank of Milwaukee, 
the articles of Mr. Schneider and your Ed- 
itor, pertaining to the use of newspaper 
advertising on the part of the Exchange, 
were of particular interest to me. 

Anyone who has become schooled in the 
sales arguments of various media is per- 
haps a little skeptical of the results prom- 
ised by any particular vehicle of sales effort. 
The “Manual of Obsolete Securities” is an 
excellent text book for every advertising 
manager to have at his finger tips. In these 
pages he will find the wreckage of corpo- 
rate undertakings which depended exclu- 
sively on the merits of this or that form of 
sales effort, without giving due considera- 
tion to the whole field. On the other hand, 
such eminently successful concerns as the 
Hershey Chocolate Company and the Io- 
dent Toothpaste Company have never pur- 
chased an agate line. 


Now I am not arguing against institu- 
tional advertising and publicity in the daily 
press for the Exchange, but I do not think 
that such a program in itself, unless tied 
in with other effort, would be worth the 
money spent. We know that the oldest and 
best form of advertising is the so-called 
“word of mouth.” If one of your acquaint- 
ances extols the entertainment qualities 
of a “Diamond Horseshoe” or “an Acqua- 
cade,” you are probably much more prone 
to part with a few of your hard-earned 
dollars of a Saturday night to take in the 
performance — much more likely, in my 
opinion, than if you happen casually to 
run on the announcement in the evening 
gazette. 

Following that reasoning one step fur- 
ther, may I remind you that the member 
firms of the New York Stock Exchange 
have on tap one of the most potent sales 
forces in the country. With between twenty 
and twenty-five thousand members and 
employees located in every nook and cran- 
ny of the country, we could certainly cover 
the waterfront with an interesting and spe- 
cific message. My suggestion to the Public 
Relations Committee of the Exchange is 
to divide the country into regional sections: 
appoint aggressive directors in each of 
these sections. The job assigned to these 
men would be to secure speaking engage- 
ments from various clubs and organiza 
tions such as the Kiwanis, Rotary, Lions, 
etc. It would also be necessary to provide 
from our own ranks speakers to fulfill 
these engagements. In addition to carrying 
the message of the Exchange to these peo 
ple, the speaker would be helping himself 
and his firm. 


Problem of Choosing Message 


The job of the Publicity Committee of 
the Exchange would be to formulate the 
message to be put out by these speakers 
and supply them with interesting and per- 
tinent facts. Do we want to point out that 
the trading restriction placed on officers 
and directors has removed some substantial 
buyers from the market and thus, in spite 
of some abuses which may exist, it has now 
proven more in the public interest to en- 
courage such trading? 

Do we want to impress on the public 
that they are still securing the facilities of 
an auction. market whose costs were set 
up on a trading basis, and that now that 
it has virtually evolved into an investment 
market it is no longer feasible to offer 
these facilities on the present cost basis? 


Or do we want to bring out that the finan- 
cial record of Exchange firms has been 
better than that of the banks in spite of 
the Federal Deposit Insurance Corpora- 
tion? Whatever is decided upon as the ap- 
peal to be made by these speakers, it should 
of course be synchronized with any other 
type of sales effort that is to be made. 
From a_ realistic viewpoint, the Ex- 
change, its employees, the partners of 
member firms and their employees are not 
justified in engaging in an expensive news- 
paper advertising campaign. Most persons 
now connected with the Exchange and its 
activities are operating at a loss.:While it 
is always good business to spend two dol 
lars in order to make tour dollars, I believe 
that we ourselves, through our own efforts, 
may be able to make five dollars by only 
spending one dollar. 
Very truly yours, 
(signed) Joun J. O'Brien, III 


A hint could be found in’ Mr. 
O'Brien’s comment that a Middle West- 
ern area might be the logical locale for 
the next step in the Stock Exchange's 
national public information program 
which was launched on the Pacific 
Coast last Summer. In San Francisco 
and Los Angeles, among other Far 
West cities, regional groups have been 
working along lines which Mr. O’Brien 
commends, filling speaking engage- 
ments and otherwise “spreading the 
word” about Stock Exchange and mem 
ber firm facilities. 

In reference to the vocal power at the 
command of the full Stock Exchange 
organization, it might be pointed out 
that Mr. O’Brien’s estimate is an under- 
statement. Instead of 20,000 to 25,000 in- 
dividuals engaged in the business, there 
are upward of 40,000 members, firm 
partners and personnel in position to 
bring the merits of Stock Exchange ser- 
vices to public attention. 

The argument for “word of mouth” 
advertising has a firmer base than the 
Chicago commentator visualizes. It re- 
mains to erect a nation-wide public rela- 
tions structure upon it, a process which 
received a strong impulse through the 
visit of Stock Exchange officials to Paci- 


fic Coast cities. 








Partnership Agreements and Net Capital 


(continued from page 6) 


however, of further provisions in the 
partnership agreements, immediately up- 
on his death, his net interest in the firm 
becomes an asset of his estate, to be ap- 
plied in the administration of his estate, 
along with other estate assets, first to the 
payment of his personal debts and, after 


these are satisfied, to his beneficiaries. 


Ouestion of Prior Rights 

His personal creditors (all of whom 
and the amounts of whose respective 
claims cannot be definitely determined 
for a considerable period after death) 
may properly assert that they have prior 
right to have that net interest in the firm 
applied first to the satisfaction of their 
claims, as against creditors of the firm 
who become such after the partner’s 
death, especially if the other assets of 
the estate are insufficient to pay them. 

However, by a contract made during 
his lite with his fellow partners, viz., the 
partnership agreement, the partner may 
provide in effect that, after his death, his 
interest shall be subjected to the burden 
of claims of such subsequent firm cred- 
itors. It is believed that such a contract 
would give those firm creditors rights 


against his interest prior to the rights 


of the personal creditors of the deceased. 
In such a case, his interest can be re- 
garded as good continuing capital. On 
the other hand, a will is not a contract 
and if the executor, before the personal 
debts are determined and satisfied, pur- 
ports to put his decedent’s capital in 
the firm at the risk of the continuing 
business, he is in effect making a new 
investment for the estate. 

In so doing, it is doubtful if the exe- 
cutor can prejudice the prior rights of 
the personal creditors of the deceased 
(which come into being at the moment 
of his death), at least until such time as 
all these creditors and the amounts of 
their claims are determined and it has 
become clear that the capital interest of 
the deceased partner will not be required 
to satisfy these claims. When and if that 
point in the administration of the estate 
has been reached, it would seem that 
the executor, if authorized to do so by 
the will, may then properly put his 
decedent’s capital interest in the firm 
at the risk of the continuing business. 

Thus, in the absence of a provision in 
the partnership agreement, a period of 
time will necessarily elapse, between the 


date of the partner’s death and the time 


when all claims against his estate are 
determined, when it would at least be 
doubtful as to whether new firm cred- 
itors had a prior right to be satisfied out 
of his capital interest. During that peri- 
od, therefore, the Exchange would have 
to disallow the interest as being part of 
capital. In order to obviate this hiatus, 
it seems necessary that there be appro- 
priate provisions in the partnership 
agreement. Provisions of the will, alone, 
are held insufficient to achieve the de- 
sired end with certainty. 

Considering the foregoing general 
principles, the position of the Exchange 
in requiring very specific language, in 
order to accomplish either of the two 
purposes indicated, may be more readily 
understood. Probably no language can 
be devised which is completely free of 
ambiguity or of the possibility of being 
given more than one interpretation, and 
lawyers can and do frequently disagree 
as to the legal effect of a given phrase 
or clause. 

The governing principle of the Ex- 
change’s attitude is that the language 
employed to accomplish these purposes 
should be as clear, direct, specific and 
unambiguous as it can be made, and 
that any chance of having to rely upon 
interpretation or implication, rather than 
on direct statement, should, to the great- 


est pe issible extent, be eliminated. 





Selling Urged for Brokers 


(continued from page 10) 


of dollars have been lost by the public 
because the Stock Exchange, until re- 
cent years, maintained a discreet silence 
about its functions. Swindlers would 
have had a lot tougher sledding if the 
public had long ago been educated to 
the meaning of “Member of the New 
York Stock Exchange.” 

And it is high time that members real- 
ize that the world no longer beats a path 


to the builder of the best mouse trap 


12 


unless that builder beats his own drum. 

Admittedly, the problem of finding 
the most effective method of advertising 
is a complex one, just as is the problem 
of financing such a campaign. But, they 
are no more difficult than a number of 
the other problems facing the financial 
community that can and must be solved. 

There are provisions of the Securities 
Exchange Act or at least the interpreta- 
the SEC that need 


clarification and simplification. These 


tion of them by 


and other problems can only be solved 
with the whole-hearted cooperation of 


every member of the Exchange. 


The appeals of a united Exchange will 
carry a lot more weight than those from 
a house divided. Wall Street has been a 
political football long enough. It has 
stood in silence and let “Wall Street” 
become a descriptive epithet synony- 
mous with “tory” and other rabble-rous- 
ing phrases. Now, if ever, is the time 
for the entire financial community to 
pull together, lest brokers become an- 
other race of vanishing Americans. 

Come out from behind that stuffed 
shirt, Wall Street, and let the people 
know you are ready and anxious to 


serve them. 






—gatl 











ATH Iron Works Corporation, 

whose common stock was admitted 
to trading December 23, is the out- 
growth of a small iron foundry business 
started by General Thomas W. Hyde 
upon his return to Bath, Maine, at the 
close of the War between the States. 
General Hyde’s small iron foundry grew 
to a machine shop. Then in 1889 he 
purchased the Goss Marine Iron Works 
and combined the two firms to form his 
shipbuilding company. 

There was a hiatus in the company’s 
activities in the 1920’s, when its plant 
and shipyard were dismantled during 
shipbuilding’s lean years following the 
World War expansion. But in 1927 new 
managers took hold, organized a new 


corporation, and resumed operations. 


Builders of Naval Vessels 


Bath Iron Works’ post-1927 business 
has been mainly the building of de- 
stroyers for the United States Navy. It 
had completed 10 of them through last 
August 15, at a total contract price of 
$43,034,100. This represented about four- 
fifths of the company’s tctal shipbuild- 
ing business over these years. 

Twenty-three more destroyers now are 
to be built at Bath Iron Works for the 
enlarged navy. The total contract price 
is $145,341,700 and the last vessel is 
scheduled to be delivered in 1944. At 
present the company’s six shipways are 
occupied by four destreyers and two 
cargo vessels for the United States Mari- 
time Commission, but the company says 
that later the ways will be used to build 


six destroyers simultaneously. 


(Wisconsin) 


The company’s shipyard is on the 
Kennebec River, about twelve miles 
from the open sea. A draft of 27 feet 
can be carried on the river, and since 
it is about five-eighths of a mile wide 
opposite the shipyard, there is no need 
to check vessels in launching. The plant 
comprises a 17-acre site upon which 
there are a number of work buildings 
and a dock suitable for berthing two or 
more ships at a time, in addition to the 
six shipways. About 3,000 persons are 


employed on the work now under way. 


Plant Being Expanded 


Due to the large amount of govern- 
ment work or which it is employed, the 
company is expending $760,000 on the 
construction of additional shipyard fa- 
cilities at Bath. It has acquired, in addi- 
tion, a I2-acre site at East Brunswick, 
Maine, upon which it is building a gal- 
vanizing shop, a fabrication plant for 
hull structural work, and a storehouse 
building. The Federal Government has 


allotted approximately $1,600,000 to the 


The U.S.S. Gleaves, one of the destroyers built for the United States Navy by Bath Iron Works. 
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corporation for this construction work. 

The volume of business and earnings 
of the company in recent years, as set 
forth in the listing application, have 


been as follows: 





Cost of Work 


Plus Est. 
Profit Net Income 
1935 $ 3,815,987 $301,185 
1936 6,746,460 225,521 
1937 5,292,937 20,419 
1925 §,607,549 129,745 
1939 15,025,942 660,703 





Payment on the incomplete contracts 
for the construction of destroyers for the 
United States Navy will be made, the 
company explains, in installments of not 
less than 2'5 per cent each of the con- 
tract price as parts of the work are com- 
pleted and approved by the United 
States Naval Engineers stationed at the 
yard. These payments are continued 


until they reach go per cent of the con- 



















tract price, the balance being retained by 
the government until the vessel is pre- 
liminarily accepted at the time of de- 
livery. 
Northern States Power Company 
The listing on January 11 of the First 
Mortgage Bonds, 3!5 per cent Series, of 


Northern States Power Company (Wis 


The Chippewa Falls plant is one of the larger units of Northern States Power Company (Wisconsin). 


consin) brings to the Stock Exchange a 
second operating unit in the Northern 
States Power system. Securities of the 
first, Northern States Power Company 
(Minnesota) have been listed since June, 
1g23. 
These two utilities (the Wisconsin 
unit is a subsidiary of the Minnesota 
corporauion ) furnish electric service 
throughout the central and southern 
parts of Minnesota, northwestern Wis- 
consin, and adjacent areas in Illinois, 
North Dakota and South Dakota. 
The territory served by the Wisconsin 
company includes 17 counties in west- 
ern Wisconsin and 4 counties in south 
eastern Minnesota — an area having an 
estimated population of 170,000, A pio 


neer in bringing electricity to rural 


communities, the company has seen the 


number of users of 
consistently in recent years until today 
it has more than 30,000 customers. 
The company generates electric en 
ergy at ten hydro plants on the Chippe 


Wal, 


4 


its service increase 


Red Cedar and La Cresse Rivers. 


In addition, it has two steam plants, one 
in La Crosse, Wisconsin, and the other 
near this city. The total rated capacity 
of the twelve units is 101,440 kilowatts. 
During the twelve months ended Sep- 
tember 30, total output was 336,301,096 
kilowatt hours. 


The largest source of the company’s 


heed Se RR mem 


hydro-electric power is the water shed 
through which the Chippewa and Flam- 
beau Rivers How. Through a subsidiary 
company (Chippewa and Flambeau 
Improvement Company) which oper- 
ates four water-storage reservoirs on the 
head waters of these rivers, it is able 
to regulate the flow of water to a more 
uniform rate. 

The company has one other subsid- 
lary, Eau Claire Dells Improvement 
Company. which operates a dam and 
hydro-electric station at Eau Claire, 
Wis. The entire output of this plant is 
sold to Northern States Power. 

A considerable amount of electricity 
is produced by the Wisconsin company 
in excess of its own requirements. This 
is sold to the Minnesota corporation, 
which markets it in Minneapolis, St. 
Paul and other localities. In recent years 
between 4o and 60 per cent of the total 
output of the Wisconsin company has 
been transmitted to the Minnesota cor- 
poration, with the exact proportion in 


any individual year depending upon the 



















































water conditions at the company’s plants. 

The company also manufactures and 
markets gas to approximately 20,000 
customers in the cities of La Crosse, 
Eau Claire, and Chippewa Falls, Wis., 
and Winona and Red Wing, Minn. 
Operating properties in these cities have 
an aggregate daily capacity of 4,204,000 
cubic feet. 

Total operating revenue and net in- 
come reported by the company in recent 


years have been as follows: 


Operating 

Revenue Net Income 
1935 $5,421,106 $ 270,257 
1936 5:5 31,300 300,905 
1937 5:7 15,066 271,520 
1935 6,109,g06 1,015,406 
1939 6,267,365 1,505,057 


For the nine months ended September 
30, Operating revenue was $4,632,113, 


producing a net income of $1,004,361. 





Turbine room of the Chippewa Falls plant of 
Northern States Power Company. 


In the twelve months ended with the 
same date, approximately 87 per cent of 
the gross operating revenue of the com- 
pany was derived from the sale of elec- 
tricity, 12 per cent from the sale of gas, 
and the balance from miscellaneous ser 


VICes. 








Back Dividend Payments 
Benefit Stockholders 








ROGRESS in clearing up dividend 

arrearages was made during 1940 by 
15 of the 119 listed companies which 
started that year with accumulations on 
their preferred stocks. 

Five paid their entire dividend accu- 
mulations. The companies, and the 
amounts distributed per share, were: 
American Rolling Mill Co., $7.37; Inter- 
national Silver Co., $12.25; Thermoid 
Co., $5.25; Republic Steel Corp., $22.50; 
and Yellow Truck and Coach Manu- 
facturing Co., $12.25. 

Ten additional companies made pay- 
ments which reduced the amount of 
their back dividends. Notable in this 
group were the $23.00 a share paid by 


Associated Dry Goods Corp. on its 


per cent 2nd preferred stock; $12.94 on 
A. M. Byers Company’s 7 per cent par- 
ticipating preferred; and $16.50 on Gen- 
eral Outdoor Advertising Company’s 
class A stock. 

Seven other companies paid their reg- 
ular dividends, the amount of their ar- 
rearages thereby remaining the same. 
And 27 paid dividends at less than the 
specified rate. 

A survey published in the November 
issue of THe Excuance revealed that of 
a total of 396 listed domestic issues, 117 


/ 
were then in arrears in the aggregate 
amount of approximately $1,094,560,000. 

In response to requests which have 
been received for further information on 


this subject, a table is presented in these 


columns which shows the dividend ac- 
cumulations on preferred stocks at the 
beginning of this year. 

Due both to the prospect that im- 
proved earnings may enable a number 
of companies to reduce their arrearages 
and to the impact of the excess profits 
tax on common stocks, brokers general- 
ly are of the opinion that preferred 


issues will continue popular. 








| DIVIDEND ARREARAGES ON 
| LISTED DOMESTIC PREFERRED 
STOCK ISSUES 
NUMBER OF THOUSANDS 
ISSUES OF DOLLARS 
Less than 1 yr. 6 $ 2,704 
l 2 years 8 6,045 
2 3 years 15 31,813 
3 t years 16 85,568 
1 > years 7 11,916 
5 6 years i 13,297 
6 7 years 7 70,436 
7 8 years 6 19.890) 
8 9 years 9 129,612 
9 — 10 years 8 179,418 
| More than 10 yrs. 20 519,131 
Total 116 $1,099,830 
5 











Member Firms 


Doing Thorough Job 


(continued from page 4) 
politan centers and retired businessmen, 
well-to-do executives and_ professional 
men in a limited number of residential 
and resort areas. 

But the original stimulus to defense 
industries is now beginning to filter 
through to other lines of activity. The 
reawakening of industrial centers and 
the large concentrations of manpower 
in army camps, involving tremendous 
attendant activity, forecast extensive 
shifts in brokerage and other financial 
facilities. In the national defense plan 
a great deal of emphasis has been placed 
upon the role of skilled labor — me- 
chanics, machinists and machine opera- 
tors. Deserving of more attention than 
they have received to date are the large 
numbers of administrative and super- 
visory personnel, with their naturally 


more considerable investment needs, 


who also are engaged in the defense 
task, 

Among the other points which brok- 
ers are keeping in mind as they con- 
template the branch office problem are 
the prospects of better business at resorts 
in California and Florida. The increas- 
ing number of individuals coming to 
this country from the European Con- 
tinent, many of whom have extensive 
investment requirements, comprise an- 
other group to which the brokerage 
community is being of constructive 


service. 
Study Trend of Buying Power 


While the present state of the securi 
ties business is so dull as to discourage 
most firms from serious thought of 
expansion, nevertheless the general in- 
crease in purchasing power throughout 
the country is giving them more food 
for thought than they have had for sev 
eral years past. A number of brokerage 


houses have indicated in recent conver 


sations that they have aggressive plans 
for serving new areas of population. 

There are signs, too, that brokers are 
putting more method and reasoned cal- 
culation into the maintenance of their 
branch office systems. Individual firms 
are collecting statistics on the advantages 
of ground-floor locations over those on 
an upper story from the standpoint of 
attracting new business. Such factors as 
street location, trafic conditions, and 
window display are receiving closer 
study. In some instances the cooperation 
of landlords has been obtained in estab- 
lishing rent schedules which are flexible, 
the amount to be paid depending upon 
the volume of securities transactions in 
the current month. 

Queried as to whether branch othces 
generally were paying their way today, 
several firms answered that the majority 
of othces are meeting items of local ex 
pense satisfactorily, but some are not 
contributing their share toward the 


firm’s general overhead. 











Stock Exchange Commussion Rates 


(continued from page 9) 


forgotten. I will not take up your time 
by going into the commission that is 
paid on real estate transactions and to 
salesmen for various services, but it 
seems to me that present rates, regard- 
less of an increase in volume, are far out 
of line with comparable services, part- 
cularly considering the number of spe- 
cial services that many brokerage houses 
give.” 

As a partial solution to the problem of 
and hence 


Pask 


Huctuating trading volume 


uneven brokerage income — Mr. 


has made another suggestion for an elas- 
tic scale of commissions which would 
rise in small markets and decrease when 
the volume was heavy. This plan may 
be calculated to put brokerage revenue 
on a more even keel, but doesn’t it go 
counter to the law of supply and de- 
mand? 


Larger Volume with Lower Rates? 
Much of the problem of suitable com- 
missions boils down to whether or not 


it is true that a reduction in rates, alone, 


would bring increased public participa- 
tion in the market. If this is so, wouldn't 
the converse of Mr. Pask’s suggestion 
prove more beneficial — that is, an elas- 
tic schedule of commissions which 
would decrease in small markets and 
rise when the turnover was large? 
The question of commissions is one 
of the matters which has been turned 
over by the Exchange to the manage- 
ment engineering firm of Stevenson, 
Jordan and Harrison, which is examin- 
ing Exchange problems. In the mean- 
time, proposals such as those advanced 
by Mr. Pask should prove helpful in in- 
suring full consideration of all phases of 


the subject. 





Notes: 





Source of the data is N.Y.S.E. Items 13, 14, 18, 19, 21, 22 and 24 are as of ledgers which normally reflect transactions 
up to the close of the second full preceeding business day. Item 24: Value of all contracts is based on Day and Night 


Branches combined: average price of settled shares is based on share balances settled through the Day Branch. 


MONTHLY STATISTICS—NEW YORK STOCK EXCHANGE 





1940 1939 
MONTH END DATA DECEMBER NOVEMBER OCTOBER DECEMBER 
1. Shares Listed ( Mil.) 1,455 1,457 1453 1,435 
2. Share Issues Listed (No.) 1,230 1,234 1.230 1,233 
3. Par Value of Bonds Listed (Mil. §) 54,169 54,237 54.329 54.067 
t. Bond Issues Listed (No.) 1.295 1,307 1,312 1,395 
>. Total Stock and/or Bond Issuers (No.) 1,284 1,288 1,288 1,298 
6. Market Value of Listed Shares (Mil. §) 11,891 $1,848 12,674 16,467 
7. Market Value of Listed Bonds (Mil. §) 50,831 50,756 50,438 19,920 
8 Market Value of All Listed Securities (Mil. §) 92,722 92,604 93,112 96,387 
9, Flat Average Price—All Share Issues ($) 39.40 39.07 38.96 410.22 
10. Shares: Market Value—Shares Listed ($) 28.80 28.72 29.38 32.37 
ll. Bonds: Market Value—Par Value ($) 93.8 93.58 92.84 92.33 
12. Stock Price Index (12/31/24—=100) (%) 57.2 57.0 58.4 64.4 
13. Shares in Short Interest (Thou.) 159 515 530 382 
14. Total Member Borrowings in N. Y. on Collateral (Mil. §) 113 362 349 594 
Per Cent of Market Value of Listed Shares (%) 0.99 0.87 0.82 28 
15. N.Y. S. E. Members’ Branch Offices (No.) 978 996 1.006 1,057 
16. Total Non-Member Correspondent Offices (No.) 3,386 3,403 3,272 3,976 
DATA FOR FULL MONTH 

17. Reported Share Volume (Thou.) 18,397 20,887 14,489 atte 
Daily Average (Inel. Saturdays) (Thou. ) 736 908 97 711 
Daily Average (Exel, Saturdays) (Thou.) 776 1,014 594 798 
Ratio to Listed Shares (GU) 1.26 1.44 1.00 1.21 
8 Total Share Volume (Inel. Odd Lots) (Thou.) 29,040 18,309 23,091 
19. Money Value of Total Share Sales (Thou. §) 763,481 504,383 618,941 
20. Reported Bond Volume (Par Value) (Thou. §) 211,237 159,006 150,981 176,100 
Daily Average (Incl. Saturdays) (Thou. §) 8449 6.913 9,807 7,044 
Daily Average (Exel, Saturdays) (Thou. $) 9,027 7,754 6,223 7,929 
Ratio to Par Value of Listed Bonds (%) 390 293 219 331 
21. Total Bond Volume (Par Value) (Thou. §) 164,080 159,704 173,971 
22. Money Value of Total Bond Sales (Thou. §) 95.500 93.532 98.662 
3. fF. &. &. Membership- Transferred (No.) 10 .* 1 3 

Average Price (8) 33.857 $1,000 $1,000 

24. Stock Clearing Corporation: 

Value of All Contracts (Mil. §) 1,859 1,840 1,770 2.050 
Average Price of Settled Shares (Ss) 21.8 23.5 23.9 24.5 


One Nominal, Two Private 
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Beginning with this month’s fea- 
ture describing Milwaukee, Wiscon- 
sin, THE EXCHANGE will present 
periodically brief sketches of leading 
American cities — centers of trade 
and industry which have been aided 
in their development by the finan- 
cial facilities of New York Stock 


Exchange firms. 





FAIRCHILD AFRIAL SURVEY 


Milwaukee 
Served by offices of seven Neu 
ONG noted for its excellent city government, its York Stock Exchange firms. 
traffic safety, and effective handling of relief and ” 
unemployment, Milwaukee, ‘The Metropolis of Wiscon- 
sin,” is a city of widely diversified capital goods indus- J. S. BACHE & CO. 
tries. Situated on the shore of Lake Michigan, 83 miles 229 East Wisconsin Avenuc 
north of Chicago, it also is the western terminus of much JAMES E. BENNETT & CO. 
of Lake Michigan’s car-ferry traffic. 757 No. Broadway 
Though perhaps most famous for its brewing industry, FENNER & BEANE 
Milwaukee also is a prominent manufacturing center of 735 No. Water Street 
foundry and machine-shop products, automobile parts HARRIS, UPHAM & CO. 
and accessories, electrical and pumping machinery, steam 710 No. Water Street 
shovels, dredges, silk hosiery, and boots and shoes. MERRILL LYNCH, 
The thirteenth largest city in the United States, Mil- E. A. PIERCE & CASSATT 
waukee advertises itself as the nation’s eighth largest 710 No. Water Street 
industrial area. In recent years its water-borne commerce PAINE, WEBBER & CO. 
— coal, grain, pig iron, scrap iron, and machinery prod- 605 No. Broadway 
ucts — has ranked it consistently among the nation’s THOMSON & McKINNON 
twenty leading ports. 735 No, Water Street 





WHEN YOU WANT TO BUY OR SELL SECURITIES, LOOK FOR THE TITLE 
““MEMBER OF THE NEW YORK STOCK EXCHANGE” 


AS UPON 
A SILVER 
SCREEN 


A moving picture of the industries represented by 


stocks and bonds listed upon the New York Stock Ex- 
change would project before the eyes of investors and 
traders the broad array of American business. 

In the list are securities of leading corporations of 
every department of production and distribution, of land, 
sea and air transportation, of communication, of lighting 
and heating services. 

Merely a picture? Instead, listed securities constitute 
the largest selection of stocks and bonds to be found 
upon any organized market of this Continent . . . meet- 
ing the widest requirements of buyers . . . offering 
opportunity for reasoned investment or the exercise of 


calculated plans for capital gains. 


INTERNATIONAL, NESMITH, 
GALLOWAY 








